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The role of organisational concern for workplace fairness  
in the choice of a performance measurement system 
 
 
 
ABSTRACT 
 
 
Prior studies linking performance management systems (PMS) and organisational justice have examined 
how PMS influence procedural fairness. Our investigation differs from these studies. First, it examines 
fairness as an antecedent (instead of as a consequence) of the choice of PMS.  Second, instead of 
conceptualising organisational fairness as procedural fairness, it relies on the impression management 
interpretation of organisational fairness.  Hence, the study investigates how the need of senior managers 
to cultivate an impression of being fair is related to the choice of PMS systems and employee outcomes. 
Based on a sample of 276 employees, the results indicate that the need of senior management to cultivate 
an impression of being fair is associated with employee performance. They also indicate that a substantial 
component of these effects is indirect through the choice of comprehensive performance measures (CPM) 
and employee job satisfaction. These findings highlight the importance of organisational concern for 
workplace fairness as an antecedent of choice of CPM. From a theoretical perspective, the adoption of the 
impression management interpretation of organisational fairness contributes by providing new insights 
into the relationship between fairness and choice of PMS from a perspective that is different from those 
used in prior management accounting research. 
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1.  Introduction 
There has been an abundance of management accounting literature highlighting the inadequacies 
of relying primarily on financial performance measures for performance measurement and evaluation 
(e.g., Kaplan, 1984; Bromwich & Bhimani, 1994; Abdel-Maksoud, Dugdale, & Luther, 2005). 
Performance measurement systems (PMS) which are comprehensive have been advocated as better 
alternatives to the traditional focus on financial measures. The incorporation of nonfinancial measures in 
PMS such as the balanced scorecard (Kaplan & Norton, 1992), performance pyramid system (Lynch & 
Cross, 1991) and performance prism system (Neely, Adam, & Kennerley, 2002) raise important research 
questions. There is clearly a need to ascertain how organisations and employees react to such PMS.  
Our study investigates the relationships among employees’ perceptions of organisational concern 
for workplace fairness (OCWF), employees’ perceptions of the extent of adoption of comprehensive 
performance measures (CPM), employee job satisfaction and employee performance.  Specifically, it 
proposes that an organisation’s need to create an impression of fairness may be one of the factors that  
motivates the organisation to choose a comprehensive set of performance measures comprising both 
financial and nonfinancial measures (Greenberg, 1990). The use of such a comprehensive set of measures, 
in turn, may enhance employee job satisfaction and employee performance. 
Such a study contributes to the literature by extending prior research in PMS. Earlier research has 
investigated how the use of PMS comprising both financial and nonfinancial measures affects 
organisational performance (e.g., Hoque & James, 2000; Said, HassabElnaby, & Wier, 2003). More 
recent studies have paid more attention to how such systems influence individual employee outcomes 
(e.g., Burney & Widener, 2007; Hall, 2008).  However, while both Burney and Widener (2007) and Hall 
(2008) examined the effects of comprehensive PMS on employee outcomes, both studies did not consider 
fairness in their models. Our study therefore extends these studies by incorporating fairness issues in our 
model. 
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The study of fairness in PMS is important. Colquitt, Conlon, Ng, and Porter (2001) note that 
fairness has been a topic of interest and extends back at least as far as Plato and Socrates.  Lind and Tyler 
(1988) observe that while people may give different weights to various fairness concerns, procedural 
fairness judgments are always important to them. In the context of management accounting, Kaplan and 
Atkinson (1998) state that unless performance measurement systems are perceived as fair by employees, 
their motivation effects would not be realised. It is therefore not surprising that management accounting 
researchers are paying increasing attention to fairness issues. 
Earlier research on fairness has generally been in the context of budgetary systems. These include 
Lindquist (1995), Libby (1999), Lau and Lim (2002) and Wentzel (2002). Two recent studies have 
focused their attention on the important link between PMS and employee fairness perceptions. Lau and 
Sholihin (2005) examined the relationship between nonfinancial measures and job satisfaction via 
procedural fairness. Lau and Moser (2008) studied the effects of nonfinancial measures on employee 
performance via procedural fairness. Our study extends these two studies in three important aspects. First, 
both Lau and Moser (2008) and Lau and Sholihin (2005) did not study the effects of a comprehensive set 
of performance measures comprising both financial and nonfinancial measures. Instead, their focus has 
been on nonfinancial measures in isolation. Comprehensive performance measurement systems have been 
advocated as better alternatives (e.g., Bromwich & Bhimani, 1994; Kaplan & Norton, 2000; Abdel-
Maksoud et al., 2005). Hence, research on comprehensive PMS will inform the contemporary PMS 
debate. 
 Second, both Lau and Sholihin (2005) and Lau and Moser (2008) investigated how nonfinancial 
measures affect procedural fairness.  In contrast, our study investigates how organisational concern for 
workplace fairness (OCWF) influences the choice of comprehensive performance measures (CPM). 
Hence, in both Lau and Moser (2008) and Lau and Sholihin (2005), performance measures are the 
independent variable whereas in our study performance measures are the dependent variable. How 
fairness affects choice of performance measures is an important research question overlooked by prior 
research. How are performance measures chosen in the first place? Why do some organisations choose 
comprehensive PMS and not just financial measures? An investigation of the role of fairness as the 
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antecedent (instead of the consequence) of PMS may provide important insights into an organisation’s 
intent and purpose of its choice and design of PMS. 
Third, and more importantly, the concept of fairness used in our study differs from those used by 
prior management accounting studies.  Several management accounting studies on fairness (e.g., Lau & 
Sholihin, 2005, Lau & Moser, 2008, Burney, Henle, &Widener., 2009, and Hartmann & Slapnicar, 2009) 
have conceptualised fairness as procedural fairness. Thus, Lau and Moser (2005, p.58) conceptualise 
procedural fairness as the judgments about the fairness of the “means” or of the "rules and processes” that 
superiors use to make decisions.  This concept emphasizes the importance of “actually” being fair. Prior 
studies which rely on this concept have therefore generally defined and operationalised fairness as 
whether subordinates perceive their organisations’ procedures (e.g., performance evaluation process) as 
fair or unfair. 
In contrast, in our study, we adopt and measure organisational fairness with Greenberg’s (1988, 
1990) “looking fair” or “appearing to be fair” concept of organisational fairness.  According to Greenberg 
(1990, p. 111), fairness is a “desired social identity, and that people seek to present themselves as fair to 
themselves and others.”  Consequently, senior managers place great importance in trying to create and 
manage an impression of being fair to their subordinates through some behavioural acts (e.g., announcing 
pay raises and promotions publicly), and/or some social accounts (e.g., explaining how pay raises are 
determined). Fairness is therefore conceptualised as an impression management process. Impression 
management has been defined as the conscious or unconscious attempt to control images that are 
projected in real or imagined social interactions (Schlenker, 1980).  Since fairness is influenced by 
different views of morality, ethics and social behaviour, Greenberg (1990, p.116) notes that “the 
impression management approach to organisational justice explicitly recognizes that fairness is in the eye 
of the beholder.” In his study (Greenberg, 1988), senior managers expressed greater concern about 
appearing to be fair than actually being fair.  On the importance of adopting such an impression 
management approach to organisational fairness, Greenberg (1990, p.148) argues that “long limited by 
the domination of a narrow perspective about justice...it is hoped that the field of organizational behavior 
will expand its views of organizational justice and redirect at least some of its effort away from being fair 
4 
 
and toward looking fair”.  In the context of management accounting research, no prior work has 
considered fairness as an impression management process. By adopting and operationalising this 
alternative concept of organisational fairness, our study is able to investigate the relationships between 
fairness and PMS from a different perspective. The notion that an organisation’s need to cultivate an 
impression of being fair precedes the choice of PMS provides the theoretical justification and therefore a 
different viewpoint to study fairness as an antecedent (instead of the consequence) of PMS. This provides 
new and additional evidence and insights into the important streams of research on organisational justice, 
PMS and employee outcomes. Table 1 presents a summary of how this study extends some prior studies 
in this research area. 
____________________________ 
Insert Table 1 here 
____________________________ 
 
 
The model in our study as depicted by Figure 1 attempts to address these gaps in the literature. It 
proposes that OCWF is associated with the choice of CPM.  CPM, in turn, are likely to be associated with 
improved job satisfaction and managerial performance.  These relationships suggest that the effect of 
OCWF on employee job satisfaction is indirect through the use of CPM.   Further, the effect of OCWF on 
employee performance is also indirect through (1) the choice of CPM and (2) employee job satisfaction.   
____________________________ 
Insert Figure 1 here 
____________________________ 
 
 
The remainder of the paper is structured as follows. The following section provides the relevant 
theoretical justification for the hypotheses.  This is followed by a discussion of the method used.  The 
subsequent section presents the results of the statistical analysis. The final section discusses the findings 
and presents the conclusions of the study. 
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2.  Hypothesis development 
2.1  Organisational concern for workplace fairness and choice of performance measures (H1 in Figure 1) 
 
The concept of organisational fairness as an impression management process was first explored 
by Greenberg (1988, 1990).  Fairness is conceptualised as a process whereby organisations through senior 
managers are more concerned with “appearing to be fair” than “actually being fair”.  On the importance 
of cultivating an impression of being fair in the context of performance measurement, Greenberg (1990, 
p.116) argues that maintenance of workplace fairness is important to organisations because of its capacity 
to help organisations to function effectively by enhancing the power of its senior managers. He contends 
that “basic to the impression management approach…people operate as intuitive politicians who seek to 
convince themselves and others that they possess desired characteristics… Indeed, the importance of 
cultivating a proper image has been associated with organizational phenomena as widespread as 
leadership, performance appraisal, goal setting and career development.” This suggests that senior 
managers with reputations for fairness are likely to meet fewer challenges than those without such 
reputations. 
 
 In support of this alternative conceptualisation of organisational fairness, Greenberg (1990) 
argues as follows: 
The impression management approach to organizational justice explicitly recognizes that fairness is 
in the eye of the beholder. In hierarchical organizations the different interests, goals, and access to 
information of individuals at different levels are likely to lead to different beliefs about what 
constitutes fair procedures and outcomes.  Accordingly, a manager who does what he or she believes 
to be fair –whatever that may be – may learn that others are not necessarily likewise convinced. To 
some extent, organizational justice may require impressing others with one’s fairness.  If different 
organizational perspectives offer different views of morally, ethically, and socially appropriate 
behaviors, it may be in the best interest of effective management to sensitive oneself to others’ 
perspectives on fairness…Thus, the impression management view of organizational justice conceives 
fairness as a label for a set of attributions regarding adherence to appropriate standards of conduct 
that enhances one’s self-image and/or one’s projected social image (Greenberg, 1990:, p.116). 
 
Joy and Witt (1992, p.297) similarly stress the importance of maintaining impression of 
workplace fairness. They suggest that senior managers are responsible for maintaining fairness in the 
workplace and for senior managers to be effective, “they must behave fairly and make sure that others are 
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convinced of their fairness.”  Tedeski and Reiss (1981) suggest that people seek to explain themselves to 
others by presenting themselves in ways that create, promote, and maintain desired social identities. 
Empirically, in his study involving 815 senior managers, Greenberg (1988) found that they expressed 
greater concern about appearing to be fair than actually being fair.   
 
 We propose that senior managers who are keen to promote a fair identity are likely to choose 
CPM as a means to evaluate their subordinates’ performance. In recent period, there has been a 
proliferation of management accounting literature not only in academic journals but also in the more 
popular professional outlets highlighting the inadequacies of relying primarily on financial performance 
measures. The incorporation of nonfinancial measures in performance measurement systems have led to 
the development of alternative systems (e.g., balanced scorecard, performance pyramid system and 
performance prism system). As these concepts of multidimensional PMS were developed by 
internationally recognised academics from prestigious institutions such as Harvard Business School and 
are targeted at practitioners, students and teachers in the field of management, they have popularised the 
impression that comprehensive PMS are better and fairer alternatives. Senior managers who are keen to 
cultivate an impression of being fair may choose to adopt CPM to impress their subordinates. Norreklit 
(2003, p.612) contends that in order for senior managers to operate effectively, they “need storytelling 
and restorying…storytelling is a powerful device by which managers and their consultants may challenge 
old stories and ways of doing things...rhetoric is a key management tool.  Management constantly 
requires new rhetoric.”  The current popularity of comprehensive PMS therefore provides senior 
management with the opportunity and the means to reinvent and improve their images of fairness among 
their subordinates. 
 The suggestion that senior managers are keen to cultivate an impression of being fair does not 
imply that they will not want to be actually fair. Indeed, the adoption of fair procedures is crucial in 
cultivating impressions of fairness. Hence, senior managers who are keen to cultivate an impression of 
fairness are likely to implement policies and procedures that enhance employees’ perceptions of fairness.  
Employees are likely to consider their organisations as fair if they perceive that the procedures and the 
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process employed to evaluate their performance and to determine their rewards are fair. Employee 
perceptions of the fairness of procedures used to evaluate their performance are critical to their judgments 
of how fairly they are being treated. Prior literature highlights several fairness criteria for performance 
measures.  They include: (1) completeness and accuracy of information, (2) adoption of a long-term 
perspective, (3) correctability of incorrect decisions, (4) retention of control over decisions, (5) 
consideration of the interests of all parties, and (6) the manner in which people are treated ( Leventhal, 
Karuza, &  Fry, 1980; Lind & Tyler, 1988).  In the context of CPM, Lau and Moser (2008) suggest that 
employees will judge them as fair if such measures (1) lead to performance evaluations that are based on 
complete and accurate information, (2) reflect their long-term interests, (3) contain some provisions to 
appeal against and rectify unfair evaluations, (4) reflect performance within their control, (5) protect their 
interests, and (6) indicate polite and dignified treatment of individuals. The following sections address 
why CPM are likely to satisfy these fairness criteria. 
 
Competitive and technological changes have raised the question of whether financial measures by 
themselves are fair performance measures. These measures are limited to what can be measured 
objectively in financial terms. This tends to exclude or delay the benefits of employees’ efforts expended 
to improve intangible assets (e.g., investments in improving customer relationships). CPM provide the 
means to overcome such inaccuracies by including nonfinancial measures to measure such intangible 
assets. With financial measures, employee performance can only be expressed in monetary terms.  In 
contrast, employees may perceive the use of such CPM as fair because nonfinancial measures allow 
employee performance to be expressed in a variety of nonmonetary terms such as an improvement in 
customer and employee satisfaction.  
 
CPM are also generally more flexible than stand alone financial measures or nonfinancial 
measures.  A combination of financial and nonfinancial measures is likely to be better able to express 
organisational and employee short-term and long-term goals needed for value creation (Kaplan & Norton, 
1996). Benefits arising from operating employees’ efforts to enhance organisational long-term viability in 
areas such as investment in innovation, future technologies and capabilities are generally not realisable 
8 
 
within the annual financial reporting cycle.  As nonfinancial measures include measures that are 
unconstrained by time considerations, they may measure employee long-term performance more 
accurately. Since accuracy and completeness of information are fundamental to workplace fairness, the 
use of CPM may be perceived as fair (Leventhal et al., 1980).   
 
Workplace fairness judgments may also be enhanced if there are provisions for interaction 
between subordinates and superiors to rectify unfair decisions. With the use of CPM, which include both 
monetary and nonmonetary terms of measurement, some measures may be interpreted in a more flexible 
manner. Also, some measures may be easier to understand.  Given that the evaluations are subject to 
flexible interpretation, employees may be in a better position to interact with senior managers and seek 
explanations about their performance evaluations and to submit alternate interpretations. This increases 
the likelihood for unfair evaluations to be appropriately addressed and rectified. 
 
The use of CPM as evaluation measures may also provide employees with a better sense of 
control over their performance evaluation. Leventhal et al. (1980) consider an individual’s ability to 
exercise control over process and outcome to be an essential fairness criterion. Though employees may 
surrender the final decision making to senior managers, they still need to have some control to protect 
their interests (Thibaut & Walker, 1975). With stand alone financial measures, it may be difficult for 
employees to see the connection between their actions and financial outcomes such as variances, which 
may have several causes, and may not be controllable by them.  In contrast, because of the variety of 
measures in a comprehensive PMS, comprising measures in both monetary and nonmonetary terms, it is 
generally easier to develop measures that are better reflections of each employee’s performance (Lau & 
Moser, 2008).  As a result employees may have a better sense of control over what needs to be done to 
obtain good performance evaluations.  This may enhance their fairness perceptions. 
 
Organisational justice theory also suggests that fairness judgments may be strongly influenced by 
the manner in which people are treated. Interactional fairness concerns are not limited to exchange 
contexts such as rewards or pay distributions and decision making (Colquitt et al.,2001; Greenberg & 
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Cropanzano, 2001).  Employees are concerned about interpersonal treatment in their everyday encounters 
in their organisations. In the context of CPM, when employees are evaluated by a combination of 
financial and nonfinancial measures, customised to suit individual needs, employees may feel that they 
are treated with dignity as unique individuals by their superiors.  Consequently, they may perceive higher 
fairness in the use of comprehensive performance measures. 
 
The above discussion therefore suggests that employee fairness perceptions may be linked to the 
adoption of comprehensive PMS.  This leads us to propose that senior managers who are keen to cultivate 
an impression of fairness are likely to choose PMS that are comprehensive comprising both financial and 
nonfinancial measures. Accordingly, the following hypothesis is proposed: 
 
H1: Employee perceptions of organisational concern for workplace fairness are positively related 
to comprehensive performance measurement systems. 
 
2.2  Comprehensive performance measures, employee job satisfaction and employee performance (H2 
and H3) 
 Because of the need to produce periodic financial reports, the accounting systems in many 
organisations devote considerable effort and resources to compute monthly or quarterly income figures. 
Consequently, performance measurement and evaluation in many organisations are heavy influenced by 
the output from the financial reporting systems. Financial reports have traditionally focused on (1) what 
can be measured objectively, (2) what can be quantified in financial terms and (3) financial outcomes. 
Financial performance measures derived from such financial reporting systems may have several 
limitations if use for employee performance evaluation. First, such measures tend to be lag indicators, 
describing the financial consequences of past decisions.  Hence, they provide little guidance to employees 
for future actions. Second, as they are expressed in monetary terms, they can be easily aggregated and 
accountants often do aggregate them.  Measures that are too aggregated are unsuitable for performance 
evaluation as it is difficult to trace them to specific actions or specific individual employees. Third, using 
financial measures that are tied to monthly, quarterly or yearly financial performance to evaluate 
employee performance may be detrimental as they may not be able to capture employee efforts and 
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performance in a comprehensive manner. With executive salaries and compensation packages closely tied 
to financial performance, managers’ horizons may contract to the short-term cycle of the monthly 
financial reporting period, encouraging employees to focus excessively on achieving short-term profit 
improvement.  Employees’ efforts directed at achieving desirable long-term organisational goals such as 
improvements in quality, customer relationships, innovations and growth, are often not adequately 
captured by financial measures. Consequently, employees evaluated solely on the basis of such financial 
criteria may be dissatisfied with the performance evaluation system.  
In contrast, CPM are likely to be able to capture a broader spectrum of employee efforts and 
performance. The nonfinancial performance measures components are less closely tied to financial 
reporting cycles than financial measures and hence could be expressed in broader terms and could also be 
measured over longer periods. Several researchers contend that comprehensive performance measurement 
systems, particularly nonfinancial measures, are designed to measure the cause-effect relationship 
between a managers actions and the subsequent result (Young & O'Byrne, 2001).  Such measures enable 
employees at various levels of the organisation to understand how their actions translate into performance 
results. Employees who are evaluated by comprehensive performance measures are therefore likely to 
experience higher job satisfaction. 
 According to Sandt (2001), a balanced and comprehensive performance measurement system 
focuses not only on one or a few aspects of the business, but rather takes a broader view of all important 
aspects of the business.  The performance measures of a balanced scorecard can be considered to be 
comprehensive and have a high degree of balance as they cover several perspectives. The proposed 
perspectives - financial, customer, internal business, learning and growth - cover all important aspects of 
a business. By integrating the four perspectives, comprehensive PMS such as the balanced scorecard, are 
able to help employees understand cross-functional relationships that can ultimately lead to improved 
problem solving and decision making (Kaplan & Norton 1992), thus enabling these employees to 
experience a sense of satisfaction. This discussion suggests that the use of CPM may be associated with 
improved empoyee job satisfaction.   
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 CPM are also likely to improve employee performance. Hemmer (1996) suggests that the 
inclusion of nonfinancial measures in PMS to complement financial measures may reduce myopia caused 
by the use of financial measures alone as CPM are better able to reflect activities not fully captured by 
financial measures.  Feltham and Xie (1994, p.430) similarly suggest that single or a single type of 
measure such as financial performance measures (accounting numbers) may be incomplete or imperfect 
representations of the economic consequences of managers’ actions. They argue that a single performance 
measure can only be optimal “if, and only if, the performance measure is perfectly congruent and 
noiseless”.  Hence, a noncongruent measure can induce suboptimal effort allocation across tasks whereas 
a noisy performance measure (caused by the impact of uncontrollable events on performance) can result 
in suboptimal effort intensity.  
 Feltham and Xie (1994) further suggest that if employees’ performance is affected by 
uncontrollable events (noise), these employees may be unwilling to exert the maximum effort. The use of 
CPM may help to increase the intensity of employees’ efforts because CPM reduce the extent to which 
uncontrollable events (noise) influence employee performance.  With regard to congruency, if 
performance measures are incongruent, employees may not direct their attention to the area desired by the 
organisations. The use of CPM may help to improve goal congruence as multiple measures allow the 
accommodation of both the employees’ personal and the organisation’s goals. In summary, the use of 
comprehensive (multiple) performance measures may assist to resolve the problem of goal incongruence 
and noisy performance measures by improving the direction of employees’ efforts as well as the intensity 
of employees’ efforts, thereby leading to improved employee performance.  Based on the above 
discussion, we propose: 
H2: Employees’ perceptions of the extent of adoption of a comprehensive performance 
measurement system are positively related to the employees’ job satisfaction. 
H3: Employees’ perceptions of the extent of adoption of a comprehensive performance 
measurement system are positively related to the employees’ performance. 
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2.3.   Employee job satisfaction and employee performance (H4 in Figure 1) 
 
Employee job satisfaction is often defined as an affective reaction toward one's job (Cranny, 
1992) but is usually measured as an evaluative assessment of job attributes compared with either internal 
or external standards  (Weiss & Cropanzano, 1996).  Harrison (1992, p.8) regards job satisfaction as an 
“individually important outcome in (its) own right, and also has been seen as leading to organisationally 
important outcomes including absenteeism and turnover, motivation, job involvement and performance”.   
 
Prior literature has supported the existence of a relationship between employee job satisfaction 
and employee performance (Judge, Bono, & Thoresen, 2002). It suggests that when individuals 
experience job satisfaction, they are likely to be motivated to perform better because they are ready to 
accept more complex and challenging roles as they find it more intrinsically fulfilling. Judge et al., (2002) 
argue that individuals with high core self-evaluations are more motivated to perform their jobs. Since 
employee job satisfaction and motivation are major determinants of employee job performance, 
individuals with positive self-views are likely to perform better, due to increased confidence in their 
abilities. This suggests that high employee performance is one consequence of employee job satisfaction.  
Accordingly, the following hypothesis is proposed: 
 
H4: Employee job satisfaction is positively related to employee performance. 
 
 
 
2.4  Organisational concern for workplace fairness and employee job satisfaction (H5) 
 
 People are generally interested in fair procedures and fair outcomes.  If they perceive procedures 
and outcomes as unfair, they are likely to be more dissatisfied. Senior managers who are keen to cultivate 
an impression of fairness will act to ensure that their workplaces adopt systems and procedures that are 
perceived as fair by their employees.  They are likely to make every effort to incorporate fair performance 
measures which treat all employees fairly.  If employees are treated fairly, they are likely to be more 
satisfied. Greenberg and Folger (1983) suggest that fair procedures are likely to let people get what they 
want and would certainly make them happier than people who do not get what they want.  According to 
McFarlin and Sweeney (1992), when senior managers apply rules fairly and consistently to all employees 
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and reward them based on performance and merit without personal bias, employees will have positive 
perceptions of fairness in the workplace which may lead to higher employee job satisfaction.  Taylor, 
Tracy, Renard, Harrison, and Caroll (1995) suggest that if employees perceive fairness in systems and 
procedures, they are likely to be satisfied with the outcomes they receive even when the outcomes are less 
than desired. 
  
The expectation that enhanced workplace fairness leads to increased employee job satisfaction is 
also supported by empirical evidence.  Lind and Tyler  (1988) consider the relationship between fairness 
perceptions and satisfaction to be the most important empirical findings of research on fairness. Other 
studies have also found fairness to be an important determinant of satisfaction (Folger & Konovsky, 
1989; McFarlin & Sweeney, 1992).  Studies by Masterton, Lewis, Goldman, and Taylor (2000) and 
Mossholder, Bennett, and Martin (1998) have also shown fairness to be a strong predictor of employee 
job satisfaction.  Given the theoretical justification presented above, it is reasonable to conclude that 
employees who harbor favourable perceptions of workplace fairness are likely to experience high job 
satisfaction. Accordingly, we propose. 
H5: Employees’ perceptions of organisational concern for workplace fairness are positively 
associated with the employees’ job satisfaction. 
 
2.6.  Mediating effect of comprehensive performance measures on employee job satisfaction (H6) 
 Since H1 states that OCWF is positively associated with the selection and adoption of CPM; and 
H2 suggests that CPM in turn may be related to employee job satisfaction, the relationship between 
OCWF and employee job satisfaction may be indirect through CPM.  Therefore the following hypothesis 
is proposed: 
H6: An indirect relationship exists between employees’ perceptions of organisational concern for 
workplace fairness and the employees’ job satisfaction through the employees’ perceptions of the 
extent of adoption of comprehensive performance measures. 
 
14 
 
2.7.  Mediating effect of comprehensive performance measures and employee job satisfaction on 
employee performance (H7) 
 
 Hypothesis H1 states that OCWF is related to CPM, which in turn is related to employee 
performance (H3).  Hypothesis H5 states that OCWF is related to employee job satisfaction, which in turn 
is related to employee performance (H4).   Hypothesis H2 states that CPM are related to employee job 
satisfaction.  These relationships suggest that the overall relationship between OCWF and employee 
performance may be indirect through (1) CPM, and (2) employee job satisfaction. Accordingly, the 
following hypothesis is proposed: 
H7: An indirect relationship exists between employees’ perceptions of organisational concern for 
workplace fairness and the employees’ performance through (1) the employees’ perceptions of the 
extent of adoption of comprehensive performance measures and (2) the employees’ job satisfaction. 
 
 
3.  Method 
 
 Data were collected through two survey questionnaires sent to 572 employees with managerial 
responsibilities across Australia and the United Kingdom.  The Australian sample was selected from 
organisations listed on the Who’s Who of Australia’s Published Business List.  The UK sample was 
selected from organizations listed on the Kompass United Kingdom Online Database.  The sample was 
drawn from functional (departmental) heads of large manufacturing organisations with a minimum of 100 
employees each in order to ensure that the organisations would be large enough to have formalised 
accounting systems.  In addition, a minimum annual turnover of AUD$25 million was also set for the 
Australian organisations. As there were more manufacturing organisations in the UK than in Australia, a 
higher level of turnover of UK75 million pounds was set for the UK organisations so that a more 
balanced number of organisations were selected from the two countries.  
 With respect to the use of a combined UK and Australian sample, our study attempts to use 
responses from managers of real organisations so that the results will have external validity. However, as 
the targeted participants are generally very busy people, it is very difficult to solicit sufficient responses 
for statistical analysis based on structural equation modeling. For this statistical technique, Smith and 
Langfield-Smith (2004) suggest that a sample size of 200. However, in their review of management 
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accounting studies involving the use of structural equation modeling, they found that 11 of the 20 studies 
surveyed had samples smaller than 200.  In order to address this dilemma of insufficient responses, we 
conducted our survey in two countries and pooled the responses. We selected Australia and the UK as the 
countries share some common characteristics including a predominantly Anglo Saxon background. Apart 
from a common language, some prior studies have also found the two countries to be similar in terms of 
cultural characteristics such as power distance, individualism, uncertainty avoidance and masculinity 
(Hofstede, 1980, 1984; Harrison, 1992). 
 
 With respect to the choice of the manufacturing sector, our study investigates the relationships 
between impression management and the choice of performance measures and employee outcomes.  
Impression management and choice of performance measures are ubiquitous and are unlikely to be 
unique to any particular sector.  We therefore do not have any theoretical ground to single out any 
particular sector for study. Since a large number of responses are required for structural equation 
modeling, we selected the manufacturing sector as it constituted a major sector in both the UK and 
Australia and hence was able to provide us with a sufficient number of employees’ names for our survey. 
 
One hundred organisations in Australia and 142 organisations in the United Kingdom were 
identified.  Attempts were made to contact them by telephone to obtain the names of their functional 
heads so that the questionnaires could be mailed directly to the intended participants.  Functional 
(departmental) heads were selected to provide some degree of control over the seniority of the 
participants.  The selection across different functional areas allows conclusions to be generalised across 
different functional areas of organisations. 
In order to ensure that the results would not be biased by the control system of any particular 
organisation, a maximum of four names were obtained from each organisation.  As a consequence of 
these selection criteria, a total of 276 employees’ names in Australia and 296 employees’ names in the 
United Kingdom were obtained. The questionnaire, together with a covering letter assuring 
confidentiality of responses, was mailed to each employee.   
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A total of 133 responses in Australia and 159 responses in the United Kingdom were returned 
constituting a response rate of 48% and 54% respectively.  Of these 16 were incomplete (5 in Australia 
and 11 in the UK).  This resulted in a total of 276 useable responses (128 in Australia and 148 in the UK).  
Nonresponse bias tests were carried out in accordance with  Oppenheim (2001).  The sample was initially 
divided in half based on the time the completed responses were returned.  Paired sample t-tests were 
performed on the variables used in the study to ascertain whether the later responses were significantly 
different to the earlier responses. No significant difference was found in any of the variables.  We then 
compared early respondents (first 33% of the responses) with the late responses (last 33%) of the 
responses. There were also no significant differences for the variables.  Based on these results, it can be 
concluded that nonresponse bias may not be a problem. In order to ascertain if there were significant 
differences between the UK data and the Australian data, t-tests were also undertaken for the variables of 
the study.  No significance difference was found for the variables between the two subsamples. 
The demographic data of both Australia and the United Kingdom indicate that, on average, the 
respondents’ age was 44.9 years with 8.8 years of experience in their area of responsibility.  Seventy five 
percent of the respondents held a professional qualification or a university degree or both.  Hence, apart 
from holding very responsible positions, the demographic data indicate that the respondents were 
generally highly qualified and experienced employees.  
 
3.1  Measurement instruments 
 Organisational concern for workplace fairness: The instrument used to measure this variable is 
based on an instrument adapted from Greenberg (1988)
 1.  This instrument comprises four items each 
with a Likert-type scale ranging from 1-strongly disagree to 7-strongly agree.  The four items assess the 
superior’s concern for cultivating and managing an impression of fairness through behavioural acts and 
social accounts.  The two behavioural acts are (1) public announcements of pay raises and promotions, 
and (2) the extent of participation allowed. The two social accounts are: (1) explanation of how pay raises 
are determined, and (2) explanations on why work assignments are made. 
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Comprehensive performance measures: Since the study is designed to investigate the behavioural 
responses of individual employees to comprehensive performance measure use, the instrument for 
measuring the nonfinancial component of CPM developed by Lau and Moser (2008) is adopted for this 
study. This instrument is appropriate for this study as it was designed to measure the evaluation of 
individual employee performance rather than organisational or strategic business unit performance.  The 
wording of the instrument asks the respondents as follows: “When your superior is evaluating your 
performance, how much importance do you think he or she attaches to the following items?” The 
nonfinancial measures for this instrument are based on the Balanced Scorecard three nonfinancial 
perspectives (Kaplan & Norton, 1996). These are customer, internal business, and learning and growth.  
The five customer perspective measures are: (1) number of new customers required, (2) response time to 
customers, (3) number of customer complaints, (4) number of overdue deliveries, and (5) customer 
satisfaction rate.  The five internal business process perspective measures are: (1) quality of 
manufacturing output, (2) defect rates, (3) setup times for manufacturing process, (4) manufacturing cycle 
time, and (5) inventory level.  The five learning and growth perspective measures are: (1) employee 
satisfaction rate in my department, (2) number of employees trained in my department, (3) employee 
turnover rate in my department, (4) number of innovations developed by my department, and (5) adoption 
of new technology by the department. The scale is anchored from 1-never important to 7-always 
important. 
The items to measure financial measures are derived from (1) the Scott and Tiessen (1999) 
instrument – “Ability to meet or better budgeted costs”; “Ability to achieve budgeted cost reduction”; and 
“Ability to achieve or better budgeted sales or sales growth target”, and (2) Hopwood financial 
(accounting) items – “Ability to meet the budget” and “My concern with costs”.  These items are 
combined to arrive at the following four items: (1) “My ability to meet my budget”; (2) “My ability to 
meet or better budgeted costs or sales”; (3) “My ability to achieve budgeted cost reduction or budgeted 
sales growth”.  and (4) “My ability to avoid unfavorable budget variances”.  In summary, a total of 19 
items, comprising 4 financial and 15 nonfinancial performance items were included in the questionnaire. 
The scale is anchored from 1-never important  to 7-always important. 
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 Employee job satisfaction:  The instrument used to measure this variable is based on an 
instrument developed by Dewar and Werbel (1979).  This instrument comprises two items each with a 
Likert-type scale ranging from 1-strongly disagree to 7-strongly agree.  The two items in the measure are: 
(1) “All in all, I am satisfied with my job” and (2) “In general, I like working here”.  Recent management 
accounting studies which have used this instrument include Mia (1993), Abernethy and Stoelwinder 
(1995) and Chong, Eggleton, and Leong (2005).   
 
 Employee performance: The Mahoney (Mahoney, Jerdee, & Carroll, 1963) instrument was used 
to measure employee performance.  The scale is anchored from 1-Very low to 7-Very high.  This 
instrument has been used extensively by management accounting studies including recent studies by Hall 
(2008) and Lau and Moser (2008). It asks respondents to rate their performance on each of the following 
nine items: planning for my area of responsibility, coordinating my area’s activities, evaluating 
subordinates’ activities, investigating issues in my area, supervising staff, obtaining and maintaining 
suitable staff, negotiating, representing the interests of my area, and overall performance. These nine 
items cover the major functions that employees with managerial responsibilities typically perform when 
carrying out their responsibilities in today’s organisational environment. We include all the nine items in 
our questionnaire as none can be regarded as obsolete or has no relevance for contemporary 
organisations.  
 
According to Brownell (1982), this instrument is able to capture the multi-dimensional nature of 
managerial performance. Prior management accounting studies have used all eight items (e.g. Brownell, 
1982, Hall, 2008) as the measure of employee performance.  Some studies (e.g., Brownell & Dunk, 1991; 
Kren, 1992, Chong & Chong, 2002) have used the single overall item as the proxy for the eight items. We 
adopt the former approach of using all eight items.  This approach allows all dimensions of employee 
performance to be considered and analysed. It also allows validity and reliability tests to be undertaken.   
4.  Results 
4.1  Measurement model  
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 Table 2 presents the results of the measurement model. These results enable the convergent 
validity and divergent validity of the items used to measure the various constructs to be assessed. 
Convergent validity is shown when the t-values of the measurement model loadings and weights are 
above 1.96 (Gefen & Straub, 2005).  The standard t-statistic criteria (>0.1645 significance level at 0.05; 
>1.96 significance level at 0.01) are applied to assess the significance level.  The results in Table 2 show 
that all loading indicators are above 0.5 and their t-values are above the 1.96 (p<0.01) threshold. Thus all 
indicators are significantly related to their specific factors, suggesting the positive relationships implied in 
the proposed model.  
____________________________ 
Insert Table 2 here 
____________________________ 
 
 Discriminant validity is shown when each measurement item correlates weakly with all other 
constructs except for the one to which it is theoretically connected.  This validity is shown when two 
things happen. First, the correlation of the latent variable scores with the measurement items needs to 
show an appropriate pattern of loadings, one in which the measurement items load highly on their 
theoretically assigned factor and not highly on other factors. The four items for OCWF, the 19 items for 
CPM, the two items for employee job satisfaction and the eight items for employee performance were 
included in a factor analysis by PLS.  Table 3 presents the results of the factor analysis for possible cross 
loading of items across the various factors.  The results indicate that the items for each construct loaded 
satisfactory into their respective factors.  More importantly, the loadings for each block of items 
(representing one construct) are higher than any other blocks in both vertical and horizontal lines.  For 
example, the latent component scores of OCWF1, OCWF2, OCWF3 and OCWF4 from the OCWF 
instrument are higher than the scores from any items from the same row or column. This means that the 
latent component scores of the items for a particular construct predict that construct better than the latent 
component scores from items of other constructs.  This provides support for the reliability of the items for 
the four instruments. They also indicate that cross loading of items into more than one factor is not an 
issue (Chin, 1998). 
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__________________________ 
Insert Table 3 here 
____________________________ 
 
Second, the average variance extracted (AVE) is also used as a reference value test of 
discriminant validity. The AVEs for this study  extracted in the bootstrap are at 0.49 and above except for 
comprehensive performance measure which has an AVE 0f 0.366.  The 0.366 AVE for comprehensive 
performance measures is not surprising as this variable comprises items from all the four perspectives of 
the Balanced scorecard.  In order to ascertain whether discriminant validity is an issue, the square root of 
each AVE is presented in Table 4 in bold and with an asterisk (*) and is compared with the construct 
correlations (Chong & Johnson, 2007).  Each indicates that it is much larger than any correlation. Chin 
(1998a) suggests that as a rule of thumb, the square root of the AVE of each construct should be much 
larger than the correlation of the specific construct with any of the other constructs in the model.  Overall, 
the results of this study satisfy this condition of the discriminant validity of the latent constructs.   
____________________________ 
Insert Table 4 here 
____________________________ 
 
 Reliability: The results for test of reliability are presented in Table 2. The scores for composite 
reliability range from 0.84 to 0.96.  These results exceed the suggested threshold of 0.70 (Chin, 1998).  
This shows that the latent constructs are well explained by their corresponding indicators. The cronbach 
alphas are also all above 0.7. 
4.3.  Structural model 
 The structural equation model deals with the relationships between the latent constructs. Testing 
the structural model determines whether there is empirical evidence for the hypothesised relationships 
among the constructs. To assess the statistical significance of the path coefficients, a re-sampling 
procedure is performed in order to estimate the precision of the PLS estimates (Chin, 1998a).  The 
standard t-statistic criteria (>0.1645 significance level at 0.05; >1.96 significance level at 0.01) are 
applied to assess the significance level.  The results are presented in Figure 2 and Table 5.   
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____________________________ 
Insert Figure 2 and Table 5 here 
____________________________ 
 
4.4.  Hypotheses H1 to H5 
 The results in Figure 2 and Table 5 are as follows for the hypothesised relationships. They 
indicate that for H1, OCWF has a significant effect on the choice of CPM (β = 0.330, p<0.01).   Choice of 
CPM, in turn, is associated with job satisfaction (β = 0.232, p<0.01, for H2), and employee performance 
(β = 0.352, p<0.01, for H3).  For H4, employee job satisfaction is significantly related to employee 
performance (β = 0.176, p<0.01). Finally, the results show a significant association between OCWF and 
employee job satisfaction (β = 0.431, p<0.01, for H5).  Based on these results, hypotheses H1 to H5 are 
supported.  However, the results in Table 5 also indicate that the relationship between OCWF and 
employee performance is not significant (β = 0.079, p>0.05). This result indicates the existence of 
mediating effects. 
 
4.5  Mediational effects (Hypotheses H6 and H7) 
 Hypothesis H6 states that relationship between OCWE and employee job satisfaction is indirect 
through the use of CPM.  Baron and Kenny (1986, p.1177) suggest that “to establish mediation, the 
following conditions must hold.  First, the independent variable must affect the mediator; second, the 
independent variable must…affect the dependent variable; and third, the mediator must affect the 
dependent variable.”  
 
 An analysis is therefore undertaken based on the approach suggested by Baron and Kenny (1986) 
to check for the presence of CPM as a mediator by developing a submodel. The submodel for the 
relationship between OCWF and employee job satisfaction (without CPM) indicates that the relationship 
is significant (β = 0.508, t = 11.427, p<0.01).  However, when CPM is added, Figure 2 and Table 5 show 
that the path coefficient value is reduced but is still significant (β = 0.431, t = 8.507, p<0.01).  Baron and 
Kenny (1986) suggest that perfect mediation holds if the independent variable has no effect on the 
dependent variable when the mediator is controlled. Since our results indicate that the relationship 
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between OCWF and employee job satisfaction is still significant after the meditational effect of CPM is 
controlled, the mediation is only partial.   
 
 In order to ascertain whether the partial mediation is meaningful, an approach to determine the 
direct, indirect and total effects is used (Pedhazur, 1982; Bartol, 1983). The zero order correlation 
coefficient of 0.508 for the relationship between OCWF and job satisfaction represents the total effect of 
the relationship.  This total effect can be decomposed into direct and indirect effects.  The indirect effects 
are ascertained from the path coefficients in Figure 2 as follows:  OCWF – CPM – EJS =  0.330 x 0.232 = 
0.077.   This indirect effect of 0.077 is above the meaningful threshold of an absolute amount of 0.05 as 
suggested by Bartol (1983, p.809) and Pedhazur (1982, p.617).  Hence, the partial mediation is 
meaningful.  Even though the mediation is meaningful, it is only a partial mediation. Accordingly, 
Hypothesis H6 is partially supported. 
 
A similar analysis is undertaken for Hypothesis H7 which states that the relationship between 
OCWF and employee performance is indirect through CPM and employee job satisfaction.  A submodel 
is created to ascertain if OCWF is related to employee performance.  The submodel for the relationship 
between OCWF and employee performance (without CPM and job satisfaction) indicates a positive 
significant relationship (β = 0.284, p<0.01). However, when CPM and employee job satisfaction are 
added (see Figure 2 and Table 5), the results indicate that the path coefficient for this relationship is 
reduced and becomes insignificant (β = 0.079, t = 1.261, p>0.05).  These results suggest that CPM and 
employee job satisfaction mediate fully the relationship between OCWF and employee performance 
(Baron and Kenny, 1986).   
 
As a further test, the total effect of 0.284 for the relationship between OCWF and employee 
performance is decomposed into direct and indirect effects.  Based on the path coefficients in Figure 2, 
the indirect effects are computed as follows and presented in Table 5: 
 
Path 1 OCWP – CPM - EP 0.330 x 0.352 0.116 
Path 2 OCWF – CPM – EJS -EP 0.330 x 0.232 x 0.176 0.013 
Path 3 OCWF – EJS - EP 0.431 x 0.176 0.076 
Total   0.205 
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 As the total indirect effect of 0.205 is way above the meaningful threshold of 0.05, the mediation 
is meaningful ((Pedhazur, 1982; Bartol, 1983).  Kline (1998, pp.150-151) notes that “for complex indirect 
effects that involve four or more variables…a reasonable substitute for an exact significance level is if all 
of the component path coefficients are significant, then the whole indirect effect can be taken as 
significant too.”  As all the relevant component path coefficients in our model are significant (OCWP –
CPM, p<0.01; CPM-MP, p<0.01; CPM-JS , p<0.01; EJS-EP , p<0.01; OCWF – EJS , p<0.01) and hence 
meet the criterion, the indirect effect of 0.205 may be considered significant. Hypothesis H7 is therefore 
supported. 
 
5.  Conclusions 
 
 Prior studies linking PMS and organisational justice have examined how PMS influence 
procedural fairness (e.g., Lau & Sholihin, 2005; Lau & Moser, 2008; Burney et al., 2009; Hartmann & 
Slapnicar, 2009). Our investigation differs from these studies.  It does not consider how PMS influence 
procedural fairness.  Instead, it examines how PMS are chosen in the first place.  Based on an alternative 
impression management interpretation of organisational justice, we argue that one of the key factors 
influencing senior managers’ decision to select CPM is the desire to create an impression of being fair 
among their subordinates. Based on survey data, we ascertain if employees perceptions of OCWF is 
associated with the employees’ perceptions of the extent of adoption of CPM. The model also investigates 
(1) whether the impact of employees’ perceptions of OCWF on employee job satisfaction is indirect 
through employees’ perceptions of the extent of adoption of CPM, and (2) whether the relationship 
between OCWF and employee performance is indirect through the employees’ perceptions of the extent 
of use of CPM and employee job satisfaction. 
 
The results indicate that OCWF is associated with employee performance.  They also indicate 
that a substantial component of these effects is indirect through the choice and implementation of CPM 
and employee job satisfaction.  This leads us to draw the following inferences.  First, OCWF is important 
as it leads to the enhancement of employee job satisfaction and employee performance. Second, OCWF 
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influences the choice of CPM, which in turn has a positive and significant impact on employee job 
satisfaction and employee performance.  These conclusions are based on the substantial indirect effects of 
OCWF through the use of CPM. The overall conclusion then is that OCWF enhances employee job 
satisfaction and employee performance indirectly through choice of CPM. 
 
 The findings have important practical implications. They highlight the importance of OCWF as 
an antecedent of choice of CPM.  This may assist organisations in understanding the importance of 
OCWF on the choice of CPM and the resulting effects it holds in ultimately enhancing employee job 
satisfaction and performance. The need and desire of senior management to create a desired social 
identity through the creation and management of impressions of being fair may drive them to select the 
appropriate mix of PMS which will enhance employee job satisfaction and performance. These issues are 
of importance to employees and organisations and can also translate into sustainable competitive 
advantages. It is therefore important for organisations to be concerned about fairness as this will compel 
them to create and manage impressions of fairness in the workplace which can result in beneficial 
employee outcomes.  
 From a theoretical perspective, this study contributes by addressing important gaps in the 
literature.  The extant literature indicates that some prior studies (e.g., Burney & Widener, 2007; Hall, 
2008) considered comprehensive PMS but not fairness issues. Other studies examined fairness issues but 
not in the context of comprehensive PMS (e.g., Lau & Sholihin, 2005, Lau & Moser, 2008). Employee 
performance was also not considered in some studies (e.g., Lau & Sholihin, 2005). Our study incorporates 
fairness, CPM and employee performance in a single model.  
More importantly, this study contributes to the extant literature by addressing issues not 
examined by any prior management accounting studies in this research area. All prior management 
accounting studies (e.g., Lindquist, 1995; Wentzel, 2002; Lau & Moser, 2008; Hartmann & Slapnicar, 
2009) have conceptualised organisational fairness as procedural (and distributive) fairness. Such 
conceptualisations generally assume that (1) fairness is an employee perception, and (2) that such 
perceptions are based on procedures that are “actually” fair.  Hence fairness is defined and 
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operationalised as whether subordinates perceive their organisations’ procedures (e.g., performance 
evaluation process) as fair or unfair. This notion that fairness is an employee perception of whether 
procedures are fair or unfair compels the study of fairness as a consequence of choice of PMS because 
perceptions of fairness can only occur after some senior management’s behavioural acts and social 
accounts. In other words, fairness perceptions are the consequence of some actions of senior management.  
Consequently, prior management accounting studies have generally examined how choice of PMS affects 
employee perceptions of fairness. This approach precludes the study of fairness as an antecedent of 
choice of PMS. Hence, no study have considered the possibility that fairness may be the antecedent 
instead of the consequence of choice of PMS 
In contrast, our study relies on an alternative interpretation of justice behaviour in management 
accounting settings. The impression management interpretation of justice behaviour views organisational 
fairness as a desire and need of senior management to develop a desired social identity through the 
creation of an impression among their subordinates that they are fair. As this interpretation of 
organisational fairness behaviour is different from those used by prior management accounting studies, it 
provides opportunities to view the relationship between fairness and choice of PMS from a different 
perspective.  The notion that senior managers need to create impressions of fairness implies that they 
must they must adopt certain behavioural acts (e.g., allowing workers participation in decisions), and/or 
some social accounts (e.g. explaining why certain work assignments must be made).  Hence, fairness, 
conceptualised as the need to cultivate impressions of fairness, is likely to precede choice of PMS.  This 
provides the theoretical justification to view fairness, specifically, the need to cultivate an impression of 
fairness, as the antecedent of the choice of PMS.   
The adoption of the impression management interpretation of organisational justice in our study 
therefore contributes in terms of examining and providing new insights into the relationship between 
fairness and choice of PMS from a perspective that is different from those used by prior management 
accounting research.  It may also encourage management accounting researchers to view organisational 
fairness from more than one perspective. This will not only provide new insights into many of the 
relationships investigated by prior management accounting research, but may also permit a broader range 
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of management accounting issues to be studied.  Moreover, the concept of “looking fair” or “appearing to 
be fair” may be more relevant than the concept of “actually being fair” adopted by prior management 
accounting studies.  
 There are a number of limitations associated with this study.  First, while care was taken to obtain 
a representative sample, bias in the sample may still occur.  For instance, there may be a higher likelihood 
for those who generally have good experiences with their performance measurement systems to respond 
than those with poor experiences.  Second, as the sample was selected from relatively large 
manufacturing organisations, the results may not be generalisable to small organisations and the 
nonmanufacturing sectors.  Moreover, as the samples were selected from employees at managerial level, 
the results may only be generalisable to employees at a similar level of management and not to employees 
who are at other levels of the organizational structure. Third, as the reported average variance extracted 
(AVE) for comprehensive performance measures is 0.366 which is below the recommended threshold 
(Fornell & Larcker, 1981), caution should be exercised in interpreting the results in light of this AVE 
score.  Fourth, this study has focused only on OCWF as the factor influencing choice of appropriate CPM 
systems. It is likely that there may be other factors such as leadership style and technology, which could 
also have an impact on an organisation’s choice of performance measures.  Similarly, other variables such 
as the tactics used to promote fair identities, as well as organisational culture, may also have important 
mediating effects on the relationships investigated in this study. As always, this provides opportunities for 
further research in this important research area. 
 
 
 
Endnote 
 
1      The survey instruments are available from the authors on request.   
27 
 
References 
  
Abdel-Maksoud, A., Dugdale, D., Luther, R. (2005). Nonfinancial performance measurement in manufacturing 
companies. The British Accounting Review, 37, 261-297. 
Abernethy, M.A., Stoelwinder, J. (1995). The role of professional control in the management of complex 
organizations.  Accounting, Organizations and Society, 20, 1-17. 
Bartol, K. (1983). Turnover among DP personnel: a causal analysis. Communications of the ACM , 26, 807-811. 
Baron, R.M., Kenny, D.A. (1986). The moderator-mediator variable distinction in social psychological research: 
conceptual, strategic, and statistical considerations. Journal of Personality and Social Psychology, 51(6), 
1173-1182. 
Bromwich, M., Bhimani, A. (1994). Management accounting: pathways to progress. Chartered Institute of 
Management Accountants, London. 
Brownell, P (1982). The role of accounting data in performance evaluation, budgetary participation and 
organizational effectiveness. Journal of Accounting Research, 20(1), 12-27. 
Brownell, P., Dunk, A. 1991. Task uncertainty and its interaction with budgetary participation and budget emphasis: 
some methodological issues and empirical investigation. Accounting, Organizations and Society 16(8), 693-
703. 
Burney, L.L., Henle, C.A., Widener, S. (2009). A path model examining the relations among strategic performance 
measurement system characteristics, organizational justice, and extra- and in-role performance.  Accounting, 
Organizations and Society 34, 305-321. 
Burney,L.L., Widener, S. (2007). Strategic performance measurement systems, job-relevant information and 
managerial behavioral responses – role stress and performance. Behavioral Research in Accounting 19, 43-
69. 
Chin, W.W. (1998). The partial least squares approach for structural equation modeling. In Modern Methods for 
Business Research. Edited by Marcoulides, G.A., Lawrence Erlbaum Associates, Hillsdale. 
Chin, W.W. (1998a), Issues and opinion on structural equation modeling, MIS Quarterly,vii-xvi. 
Chong, V.K., Chong, K.M. (2002). Budget goal commitment and informational effects of budget participation on 
performance: a structural equation modeling approach.  Behavioral Research in Accounting, 14, 65-86. 
Chong, V.K., Johnson, D. (2007). Testing a model of the antecedents and consequences of budgetary participation 
on job performance.  Accounting and Business Research  37 (1),  3-19. 
Chong, VK, Eggleton, I., Leong, M.(2005). The impact of market competition and budgetary participation on 
performance and job satisfaction: a research note. The British Accounting Review. 37, 115-133.. 
Colquitt, J.A., Conlon, D.E, Ng, K.Y., Porter, C.O., Wesson, M.J. (2001). Justice at the millennium: a meta-
analytical reviewe of 25 years of organizational justice research. Journal of Applied Psychology. 86(3), 425-
445. 
Cranny, C.J.  (1992).Job satisfaction: Advances in research and applications. New York: The Free Press. 
Dewar, R.,  Werbel, J. (1979). Universalistic and contingency predictions of employee satisfaction and conflict. 
Administrative Science Quarterly, 24, 426-48. 
Feltham, G.A., Xie, J. (1994). Performance measure congruity and diversity in multi-task principal/agent relations. 
The Accounting Review, 69(3), 429-453. 
Folger, R., Konovsky, M.A. (1989). Effects of procedural and distributive justice on reactions to pay raise decisions. 
Academy of Management Journal. 32, 115-30. 
Fornell, C., Larcker, D.F. (1981). Evaluating structural equation models with observable variables and measurement 
error. Journal of Marketing Research, 39-50. 
Gefen, D., Straub, D. (2005). A practical guide to factorial validity using pls-graph: Tutorial and annotated example. 
Communications of the Association for Information Systems. 16, 91-109. 
Greenberg, J.  (1988). Cultivating an image of justice: Looking fair on the job.', Academy of Management Executive. 
2,155-8. 
Greenberg, J. (1990). Looking fair vs. being fair: managing impression of organizational justice.',  Research in 
Organizational Behavior, 12, 111-157.  
Greenberg, J., Cropanzano, R. (2001). Advances in Organizational Justice, Stanford University Press. 
Greenberg, J.,  Folger, R. (1983). Procedural justice, participation and the fair process effect in groups and 
organizations.  In Basic Group Process edited by P. Paulus: 235-236. New York: Springer-Verlag. 
Hall, M. (2008). The effect of comprehensive performance measurement systems on role clarity, psychological 
empowerment and managerial performance', Accounting, Organizations and Society. 33, 141-63. 
Harrison, G.L. (1992). The cross cultural generalizability of the relation between participation, budget emphasis and 
job-related attitudes, Accounting, Organizations and Society, 17, 1, 1-15. 
Hartmann, F., Slapnicar, S. (2009). How formal performance evaluation effects trust between superior and 
subordinate managers. Accounting, Organizations and Society.34(6-7), 722-37. 
28 
 
Hemmer, T. (1966). On the design and choice of “modern” management accounting measures. Journal of 
Management Accounting Research, 8, 87-116. 
Hofstede, G.H. (1980). Culture’s Consequences: International Differences in Work-Related Values, Beverley Hills: 
Sage. 
Hofstede, G.H. (1984).The cultural relativity of the Quality of Life Concepts, Academy of Management Review, 
389-398. 
Hopwood, A. (1972). An empirical study of the role of accounting data in performance evaluation', Journal of 
Accounting Research, 47(Supplement), 156-82. 
Hoque, Z.,  James, W. (2000). Linking balanced scorecard measures to size and market factors: impact on 
organizational performance. Journal of Management Accounting Research. 12, 1-17. 
Joy, V.L.,  Witt, L.A.  (1992). Delay of gratification as a moderator or procedural justice-distributive justice on 
employee attitudes. Journal of Accounting Literature, 7, 280-309. 
Judge, TA, Erez, A. Bono, J., Thoresen C. (2002). Are measures of self-esteem, neuroticism, locus of control, and 
generalized self-efficacy indicate a common core construct?', Journal of Personality and Social Psychology. 
83, 693-710. 
Kaplan, R.S. (1984). The evolution of management accounting. The Accounting Review 59(3), 319-418. 
Kaplan, R.S., Atkinson, A. (1998). Advanced Management Accounting. Upper Saddle River, NJ:Prentice Hall. 
Kaplan, R.S., Norton, D. (1992). The balanced scorecard - Measures that drive performance. Harvard Business 
Review, 71-9. 
Kaplan, R.S., Norton, D. (1996).The balanced scorecard: translated strategy into action. Boston, Harvard Business 
School Press. 
Kren, L. (1992). Budgetary participation and managerial performance: the impact of information and environmental 
volatility. The Accounting Review, 67(3), 511-526. 
Lau, C.M., Moser, A., (2008). Behavioral effects of nonfinancial performance measures: the role of procedural 
fairness.', Behavioral Research in Accounting. 20(2), 55-71. 
Lau, C.M., Sholihin, M. (2005). Financial and nonfinancial measures: how do they affect job satisfaction? The 
British Accounting Review, 37, 389-413. 
Lau, C.M.,Wong, K.M., Eggleton, I. (2008). Fairness of performance evaluation procedures and job satisfaction: the 
role of outcome-based and non-outcome-based effects. Accounting and Business Research, 38(2), 121-135. 
Leventhal, G.S., Karuza, J.,  Fry, W.R. (1980). Beyond fairness: A theory of allocation preferences.', In G. Mikula 
(Ed.), Justice and social interaction, New York: Springer-Verlag,. 
Libby, T. (1999). The influence of voice and explanation on performance in a participative budgeting setting.  
Accounting, Organizations and Society, 24, 125-137. 
Lindquist, T.M. (1995).  Fairness as an antecedent to participative budgeting: examining the effects of distributive 
justice, procedural justice and referent cognitions on satisfaction and performance,. Journal of Management 
Accounting Research,122-147. 
Lind, E.A.,  Tyler, T.A. (1988). The social psychology of procedural justice.', New York: Plenum Press. 
Lynch, R.L., & Cross, K.F. (1992). Measure Up! Yardsticks for Continuous Improvement. Basil Blackwell, 
Cambridge. 
Mahoney, TA, Jerdee, T.H.,  Carroll, S.J.. (1963). Development of managerial performance: a research approach. 
Cincinnati, OH: South -Western Publishing Company. 
Masterson, S.S., Lewis, K., Goldman, B.,  Taylor, M. (2000). Integrating justice and social exchange: The differing 
effects of fair procedures and treatment on work relationships. Academy of Management Journal, 43,738-48. 
McFarlin, D.B.,  Sweeney, P.D. (1992). Distributive and procedural justice as predictors of satisfaction with 
personal and organizational outcomes. Academy of Management Journal. 35, 626-37. 
Mia, L. (1993). The role of MAS information in organizations: an empirical study. The British Accounting Review, 
25, 269-85. 
Mossholder, K.W., Bennett, N.,  Martin, C. (1998). A multilevel analysis of procedural justice context.', Journal of 
Organizational Behavior, 19, 131-41. 
Norreklit, H. (2003). The balanced scorecard: What is the score? A rhetorical analysis of the Balanced Scorecard.  
Accounting, Organizations and Society, 28, 591-619. 
Neely, A., Adam, C.,   Kennerley, M. (2002). The Performance Prism:The Scorecard for Measuring and Managing 
Business Success. Harlow: Pearson Education, Limited. 
Oppenheim, A. (2001). Questionnaire design, interviewing and attitude measurement. London, UK.: Printer 
Publishers. 
Otley, D., & Fakiolas, A (2000). Reliance on accounting performance measures: dead end or new beginning? 
Accounting Organizations and Society. 25, 497-510. 
Pedhazur, E.,  1982. Multiple Regression in Behavioural Research. New York: Holt, Rinhart & Winston. 
Ringle, C.M., (2005). SmartPLS 2.0 (beta). www.smartpls.de. University of Hamburg (http://www.smartpls.de), 
Hamburg, Germany. 
29 
 
Said, AA, HassabElnaby. H., Wier, B. (2003). An empirical investigation of the performance consequences of 
nonfinancial measures. Journal of Management Accounting Research.  15, 193-223. 
Sandt, J. (2001). Balanced performance measurement systems and manager satisfaction - Empirical evidence from a 
German study. Otto Beisheim Graduate School of Management.. 
Schlenker, B.R. (1980). Impression Management: The Self-concept, Social Identity and interpersonal Relations, 
Belmont, CA: Brooks/Cole. 
Scott, T.W., Tiessen, P. (1999). Performance measurement and managerial teams. Accounting, Organizations and 
Society. 24(3), 263-5. 
Taylor, M.S, Tracy, K.,  Renard. M., Harrison, J. Carroll, S. (1995). Due process in performance appraisal: A quasi-
experiment in procedural justice. Administrative Science Quarterly.  40, 495-523. 
Tedeschi, J.T., Reiss M. (1981) Verbal strategies in impression management In C. Antaki (Ed). The psychology of 
ordinary explanations of social behavior (pp.271-309). London: Academic Press. 
Thibaut, J.,  Walker, R., 1975. Procedural Justice: A Psychological Analysis. Hillside: Lawrence Erlbaum 
Associates. 
Weiss, D.J.,  Cropanzano, R. (1996). Affective events theory: A theoretical discussion of the structure, causes and 
consequences of affective experiences at work. Research in Organizational Behavior. 18, 1-74. 
Wentzel, K. (2002). The influence of fairness perceptions and goal commitment on managers’ performance in a 
budget setting, Behavioral Research In Accounting, 14, 247-271. 
Young, S.,  O'Byrne, S. (2001). EVA and value-based management. New York, NY: McGraw-Hill. 
 
 
 
 
 
 
 
30 
 
Figure 1 
Conceptual model  
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Figure 2:  
Structural model with path coefficients  
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Table 1 
Comparison of present study with some prior studies on performance measurement systems 
 
 Current  
study 
Lau and Sholihin 
(2005) 
Lau, Wong and Eggleton 
(2008) 
Lau and Moser 
(2008) 
Countries 
of sample 
Australia and UK Indonesia Australia UK 
Methods 
used 
Structural equation  
modelling 
Path  
analysis 
Structural equation 
modelling 
Structural equation 
modelling 
Hypotheses 
tested 
H1: Employees’ perceptions of 
organisational concern for 
workplace fairness are 
positively associated with 
comprehensive performance 
measurement systems. 
H2: Employees’ perceptions 
of the extent of adoption of a 
comprehensive performance 
measurement system are 
positively related to the 
employees’ job satisfaction. 
H3: Employees’ perceptions 
of the extent of adoption of a 
comprehensive performance 
measurement system are 
positively related to the 
employees’ performance. 
H4: Employee job 
satisfaction is related to 
employee performance. 
H5: Employees’ perceptions 
of organisational concern for 
workplace fairness are 
positively associated with the 
employees’ job satisfaction. 
H6: An indirect relationship 
exists between perceptions of 
organisational concern for 
workplace fairness and the 
employees’ job satisfaction 
through the employees’ 
perceptions of the extent of 
adoption of comprehensive 
performance measures. 
H7: An indirect relationship 
exists between employees’ 
perceptions of organisational 
concern for workplace 
fairness and the employees’ 
performance through (1) the 
employees’ perceptions of the 
extent of adoption of 
comprehensive performance 
measures and (2) the 
employees’ job satisfaction. 
H1: The relationship 
between nonfinancial 
measures-based 
performance 
evaluation and job 
satisfaction is indirect 
through fairness in the 
performance 
evaluation procedures. 
H2: The relationship 
between nonfinancial 
measures-based 
performance 
evaluation and job 
satisfaction is indirect 
via trust. 
H3: The relationship 
between fairness in 
evaluation procedures 
and job satisfaction is 
indirect through trust. 
H4: The relationship 
between financial 
measures-based 
performance 
evaluation and job 
satisfaction is indirect 
through fairness in 
performance 
evaluation procedures. 
H5: The relationship 
between financial 
measures-based 
performance 
evaluation and job 
satisfaction is indirect 
via trust. 
H6: The relative 
importance of 
nonfinancial measures 
vis-à-vis financial 
measures is related to 
job satisfaction 
through procedural 
fairness and trust. 
H1a: Fairness in 
performance evaluation 
procedures is related to 
fairness in outcomes. 
H1b: Fairness in 
outcomes is related to 
job satisfaction.  
H1c Fairness in 
performance evaluation 
procedures has an 
indirect effect on job 
satisfaction through 
fairness in outcomes.  
H2a: Fairness of 
procedures is related to 
trust. 
H2b Trust is positively 
related to job 
satisfaction. 
H2c Fairness of 
performance evaluation 
procedures has an 
indirect effect on the job 
satisfaction through 
trust. 
H3a: Fairness of 
procedures is related 
to organisational 
commitment. 
H3b: Organisational 
commitment is 
related to job 
satisfaction. 
H3c: Fairness of 
evaluation 
procedures has an 
indirect effect on job 
satisfaction through 
organisational 
commitment. 
H4: Trust is related 
to organisational 
commitment. 
H1: The use of 
nonfinancial measures 
as performance 
evaluation criteria is 
related to 
organizational 
commitment. 
H2: The use of 
nonfinancial measures 
as performance 
evaluation criteria is 
related to procedural 
fairness. 
H3: Perception of 
procedural fairness is 
related to 
organizational 
commitment. 
H4: Perception of 
procedural fairness is 
related to 
performance. 
H5: Organizational 
commitment is related 
to performance. 
H6: The relationship 
between nonfinancial 
measures as 
performance 
evaluation criteria and 
organizational 
commitment is 
indirect through 
procedural fairness. 
H7: The relationship 
between nonfinancial 
measures as 
performance 
evaluation criteria and 
job performance is 
indirect through 
procedural fairness 
and organizational 
commitment. 
 
Findings Employees’ perceptions of 
organisational concern for 
workplace fairness affect 
choice of comprehensive 
performance measurement 
systems. Comprehensive 
performance measurement 
systems in turn affect 
employee job satisfaction and 
job performance. 
Nonfinancial 
measures affect job 
satisfaction.  These 
effects are indirect 
through trust in 
supervisors and 
fairness in evaluation 
procedures.   
Procedural fairness 
affects job satisfaction. 
The non-outcome based 
effects (trust and 
organisational 
commitment) are 
substantially stronger 
than the outcome-based 
effects (distributive 
fairness). 
Nonfinancial measures 
affect procedural 
fairness. Procedural 
fairness in turn affects 
managerial 
performance indirectly 
through organizational 
commitment. 
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Table 2 
Measurement model 
 
 
Constructs 
 
Indicators 
 
Loadings 
T  
statistics 
 
Weights 
T 
statistics 
 
AVE 
Composite 
reliability 
Cronbach 
alphas 
OCWF OCWF1 0.5769 10.403* 0.2662 6.1727* 0.5676 0.8378 0.7411 
OCWF2 0.7764 25.589* 0.2942 9.2672* 
OCWF3 0.8069 25.0376* 0.3884 11.3216* 
OCWF4 0.8196 25.6343* 0.3680 11.8686* 
CPM CPM1 0.5965 9.8783* 0.1207 6.1812* 0.366 0.9159 0.9072 
CPM2 0.5770 8.8235* 0.1050 5.0632* 
CPM3 0.6340 10.758* 0.1223 6.2137* 
CPM4 0.6800 12.0563* 0.1137 6.3273* 
  CPM5 0.6035 9.8148* 0.1119 5.6202*       
CPM6 0.6912 17.7186* 0.1240 8.0854* 
CPM7 0.6034 10.4742* 0.1002 6.1469* 
CPM8 0.5171 9.5599* 0.0971 6.4624* 
  CPM9 0.5341 10.4795* 0.0868 5.9494*       
CPM10 0.5670 7.2539* 0.0605 3.7420* 
CPM11 0.5885 8.1589* 0.0489 3.1955* 
CPM12 0.6276 9.8392* 0.0621 4.3219* 
  CPM13 0.6092 8.7810* 0.0505 3.1951*       
CPM14 0.5453 8.4576* 0.0477 2.8093* 
CPM15 0.5106 9.5711* 0.0785 4.9717* 
CPM16 0.6762 11.7433* 0.0885 5.6538* 
  CPM17 0.6081 8.8419* 0.0671 4.2886*       
CPM18 0.6234 10.5273* 0.0598 4.3488* 
CPM19 0.6144 9.5048* 0.0851 5.0983* 
EJS EJS1 0.9688 208.1899* 0.5441 29.0324* 0.9311 0.9643 0.9263 
EJS2 0.9613 127.9295* 0.4918 29.3159* 
EP EP1 0.7145 17.0473* 0.1736 8.3707* 0.4926 0.8856 0.8524 
EP2 0.6524 12.9484* 0.1377 5.7028* 
EP3 0.7609 24.2166* 0.1971 10.2074* 
EP4 0.6471 14.7713* 0.1871 7.2873* 
  EP5 0.7422 20.2434* 0.1823 7.9274*       
EP6 0.7239 19.7586* 0.1796 7.5333* 
EP7 0.6660 14.0581* 0.1632 6.3965* 
EP8 0.6965 22.2864* 0.1971 8.4324* 
 
*=  p<0.01;    
OCWF = organisational concern for workplace fairness;  CPM = comprehensive performance measures;  
EJS = Employee job satisfaction;  EP = Employee performance 
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Table 3 
Comparison of item cross-loadings 
 
Construct Indicator CWF CPM JS MP 
 
 
OCWF 
 OCWF1 0.5813 0.2116 0.2897 0.1820 
 OCWF2 0.7802 0.2534 0.3273 0.1771 
 OCWF3 0.8076 0.2475 0.4587 0.2596 
 OCWF4 0.8195 0.2790 0.4254 0.2263 
 
 
 
 
 
 
 
 
 
 
 
CPM 
 CPM1 0.2137 0.5984 0.2900 0.3837 
 CPM2 0.1822 0.5768 0.2481 0.3372 
 CPM3 0.2306 0.6343 0.2935 0.3807 
 CPM4 0.1933 0.6838 0.2556 0.3881 
 CPM5 0.3019 0.6079 0.3123 0.2489 
 CPM6 0.2780 0.6915 0.3157 0.3432 
 CPM7 0.2158 0.6057 0.2490 0.2845 
 CPM8 0.2302 0.5200 0.2600 0.2484 
 CPM9 0.2178 0.5329 0.2352 0.2063 
CPM10 0.1490 0.5700 0.1665 0.1438 
CPM11 0.1106 0.5925 0.0864 0.1648 
CPM12 0.1677 0.6328 0.1338 0.1726 
CPM13 0.1299 0.6127 0.0871 0.1601 
CPM14 0.0888 0.5500 0.0734 0.1881 
CPM15 0.1417 0.5131 0.1645 0.2631 
CPM16 0.1950 0.6768 0.2367 0.2205 
CPM17 0.1637 0.6138 0.1172 0.2168 
CPM18 0.1225 0.6277 0.1708 0.1482 
CPM19 0.2117 0.6154 0.2091 0.2128 
EJS   EJS1 0.4923 0.3595 0.9688 0.3955 
  EJS2 0.4881 0.3639 0.9611 0.2701 
 
 
 
 
EP 
  EP1 0.2088 0.2772 0.2770 0.7138 
  EP2 0.1179 0.2377 0.2014 0.6482 
  EP3 0.2137 0.3257 0.3026 0.7601 
  EP4 0.1790 0.3404 0.2390 0.6477 
  EP5 0.2066 0.2971 0.2803 0.7429 
  EP6 0.2802 0.3053 0.2354 0.7243 
  EP7 0.1576 0.3373 0.1435 0.6702 
  EP8 0.2115 0.3532 0.2566 0.6988 
 
OCWF = Organisational concern for workplace fairness;  CPM = comprehensive 
performance measures;  EJS = Employee job satisfaction;  EP = Employee performance 
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Table 4:  
Correlations between latent variables and square roots of average variance extracted 
 
Latent Variables  CPM OCWF EJS EP 
CPM 
0.605#    
OCWF 
0.330* 0.753#   
JS 
0.375* 0.508* 0.965#  
MP 
0.444* 0.284* 0.348* 0.702# 
 
# = square root of average variance extracted. 
*= p<0.001 
OCWF = concern for workplace fairness;  CPM = comprehensive performance measures;             
EJS = Employee job satisfaction;  EP = Employee performance 
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Table 5 
Structural model - Path coefficients 
 
Dependent 
variables 
Independent 
variables 
 
Hypotheses 
Zero-order 
correlations 
 
= 
Direct 
effects 
Indirect 
effects 
Spurious 
effects 
Total 
effects 
Comprehensive 
performance 
measures 
Organisational 
concern for 
workplace 
fairness 
H1 0.330**  0.330** 0 0 0.330** 
Employee 
job  
satisfaction 
Organisational 
concern for 
workplace 
fairness 
H5, H6 0.508**  0.431** 0.077 0 0.508** 
 Comprehensive 
performance 
measures 
H2 0.375**  0.232** 0 0.143 0.375** 
Employee 
performance 
Concern for 
workplace 
fairness 
H7 0.284**  0.079 0.205 0 0.284** 
 Comprehensive 
performance 
measures 
H3 0.444**  0.352** 0.041 0.051 0.444** 
 Employee job 
satisfaction 
H4 0.348**  0.176** 0 0.172 0.348** 
 
** p<0.01 
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